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MNALYSIS OF SHAJIG-HAL CGISIONITY PRICES

Chang Shumo-ii .0 707
. e INTRODUGTLOM

Since Shang-bat is the financisl and ceonomic center of Chinn,
the effect of its comnodity -rice fluctuntions on tie rasy of the
country is gonsrally wideespread.. Theso prige Ilucturtions influcnce. .-
the nation s econ as they become apnarent. This article anglyzes
the chan se in commodity nrices thsd nocurred quring 1947, i

11. EVALUATICN OF 1947 PrIZE FLUCTUATICHS

_As  Jeuuery Through March (Third Weelk)

Commodity prices continuad thedir 1946 tendoncy of gradusl
‘ increaes vecause af: (1) the fut1lily and corplate feiluie of the
o INR-00P poace ‘discussions; (2) the ecourin: of ndditiomal luduetrial
‘ 1~ane end nore otriagent goverament controis over impori=axport '
[ trade, '

Pus to the turried attumpte of =11 industriss ts aettle thoir
accounts before the end of the old czlender year, tiere wes a teapornry
sbortage of currenoy in cirdulation ot thet tine, Consozuently,
there was only & slight rise in vrices cwring that relptively shert
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s A G AU G U L e e s g T Boa o cn i s T e sale T les
Index publiched by tho Economnia Kaesnrch Deparinent of the Contral
Bank, the index for tho third wsel in Jesmery wes 6702. This
reprﬁnentod ar increasc of only F.6 pa'cam a6 coupered with tha
- fonrth week in luwcemder 1246,

A poveral feeling of 1memlmas =rose & the tims of the Spring
Fostival when announcement wne medo that e pescoe telks wore dls-
continued, =nd General Herslxll returned to tho Unitoed Statee. Free
capital fron: all parta of Cidna bocemo concontrated in Shangelai.
The governnont st thia time issusd prsodvetion loens, nnd.a large -
quang$ity of Customs Gold Cirsificaiee were rolsaesd. wuch confusicn o
resulted from the rumors that sho axchanse rAte was to he readjusted. . PRRRTRES
4 public announcoment et this timo deolared thrt & aystem wza to be Lo
institubad whersby duty on iuports would te ircreassd im-order to
echiove a balance with exporis. Thaee varlovs factors stinuleied
the efforts of wmerchants and percocs with free cepital %o acmairs
£01d znd TS doll Arg, which were saia jnveuslivuts. this acoudsition
Linnlly became ¢ genaral ohjoctive.

The oompe$ition among speculatora cpurzed on their buwying efforts.
In order to meset ite o‘bligﬁtiona the goverwaent had to engagk in
eolling without Iimit. The centiruod rias iu prices showed a tendency
for demend to exceeq supnly. The price of gold rose frou 400,000
y8an per narket ounce to 240,000 yHen in & fov daye.  “ho cz'*h,.r;n
rate per US doller rose fron 7,000 yhau bo 18,000 ylan. ~ Sihexr cows "
nodities were sreatly 1nﬂmcad by thic pracipum rice.in %the:
exchange rate of gold and US dollers. . Within 2 vecks, tho price ofi:
soversl had actually risen from 100 paicent to cver 200 perasni -of
their forusr price. Market prices exporiencod a wild spurt uprarid:
vhen the news of stricter governrant controls wna relensed cm"’" gx ,
Pabouery. . The narket had to qulet cown, .owwer, uo the J)r COL o:.
rany comnodities gradually came down m_;ain T z P

An anslysis of the most Srporbant of thown cm:md'tmo oo
sidered absolute necesritlon revésled that tlie conditiones Lovoming,
the Shang-hed rice market wore otill coislderably sindle before the:
ond of the Chinese calender yeur. 4he zvercge orice nor market picul.
of rice duwring the firet week in Fobrosry “was 80 500 viizi. . By thle.
second weelk, the price had aire:dy ricen to 55, n\)v d.:m. .. The third
wosk saw & furtuer price riso o 121,000 yitan, 'uac‘x ropreocnted
& risy of 47 percent as compered with the cesond 1esk. By the fifth-

e wveek, hawever, the price of rice hmi droppad to. 111,000 yllan. | Giher

eomodits.oe sack s wneat, flonr, been oll, malt; biw.niuo 13 conl, g,
o%q6., experienced wan almost idamlnm rise end fan pzics patternb e

Mh.g the firgt veek in "ebruzr" the pr!cn of 10 ('allaxu of.
kerowsne was 46,000 yfan. Iy the a'won& weck, tie nrice had riaom - ;
to 51,L00 yHhan. A week later, the vrice sf‘am rore do 95,006 ylan,
This npteaentoa 2 price locrygsss of more than 100 pe:eant a8 conpma
with the first wesk in Fodruary, Xerossnu did not oxparieses & -
Price dren even afiar the third weels in Tehruary . howewar . hecunse
the exchance rate. for import somandities had been raieed., At the
same time, a fixed linit regerding the amcunt of import gceds to be
allowed mto the cowntry heresiter waw presoribed. Thie factor,
togethor with ths lasre.se in the oxclun:d rrte, Tsucea obuar
lmuport commodities mroh a8 bor Arsn ard ncwapring zlee $0 experisnce
a:oontimmous price rise. : o
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. Rxport comnoditiss such as hog bristles »nd tung oil rooe
TghaTpiy An price efder a7 Pebouzdy vheny Vi Pelat el TbRChadili vl men ey pen g fa e
raissd to 12,000 ylan (per US dellar).  The avorage price per
quintal of hog bristles during tho first week in February vas about
one rillion ylen., It was setimated that the price per quintal during
the second week was 1,333,000 7an, or sn increase of 30.6 percent
ovor the first weok [sig/. The price of aog bristles had Tlsen to
“pore than 2,400,000 yllan by the tnird week in Merch. Yhis figure
had increased by more than 100 percent from that quoted 5 wasks
before. Tung oil rowo in price from 1,700,000 ylan per quinial during
the first veek in Februsry %o over 4,100,000 ylan for a sicilar
quantity by the third wee¥ in Moreh. The price incruase of thease
various commodities clesely correspondsd to the increase in the ex-
. =hance rate ver US dollar that took place 2% thot time.

The price changes in Yaw materiele and manufectured goods
followed a slightly aifferent patiern ns compared with import and
egport commoditise. For exampie, 0% o-ghnang-ma* cot¥on yern.
[presunsbly a special tredemari] was priced at 2,400,000 ylan during
" the first weaek in TFebruary. By the third week, its price had
spurted to 4,18%,000 ylan, aimost twlco its formsr price. However,
after the emergensy lews vere promulgated, the cotton~yarn markate
all ceme to ba regulated by the governnent. Thus, the market finally
bacame vemporerily stedilized. The prico of yern wes meintained
at 3,400,000 yhian during the third wesk of tiarch, .which aiffered only |
8lightly from that obssrved during the second weel In' Yebruary. .

Hamfactured counodities such as 8ilk goods and cottorn cleth: .
“rose only sligntly in value, becauso the market for euch goods.'
possessed little purchasing power ab trey timoe. . tuii P

An srhitsowy Aawionaidon of the 1947 nerled extandine from. .
before tha Spring Pestival to tho fourth week of March, as.con~ . °
stituting one stage in our aualyeis of commodity nrices, fecilitates
an understanding of: (1) the relation of pries fiuctuations to the. ) X :
people's llvelihood; (2) the relation of exchange rate refulations : i . N .
_to swddeniy rieing fsmport end export prices; and {3) the woy in. SR S .
which hizh prices bring about a produciion crisige: i " AR

hoec commoilties deemed esscntial £or the paople's 1ivelihood; :

euch as rice, vneat flour, bean cil, ealt, coal, stc., all experlenced.: :
consnicaous orice risss. Wheat flour rose 84.5 psrcent (the greatest.' °. o
rige), while rice rose 53.5 percent {tho siallea$ riae). Tha.ebhar o 1w
commodities in cuestior rose mure than 60 percent on' the AVOIEge.. ;' |
A glance at thess figuree clesrly indicates thet the cost of living /-
vose By the Least 50 percent during this period. Theeo dnlly .~ e ST i
fluctuating prices mads existence extramely difficult. - - e e <

Fxport and inmport products during thie etage wosa highsr Ap . i
- prica than agy other sroup._ [As compared with their prices duwring R R
tho second week of Peruary/, kerosene rose 113.8 poreent, bar irca . - e
rose 130 percent, and newsprint rose 152.5 percent in price. Fxpely
. prodrets such as hog bristles roase.166.4 percent, witle, tun; i1
rose 186.4 percent The «xpor} and fmport comnodities hed the . ~
stoepast rise because of the j;;overnmngaJJ resulstion of sxchenge .
rsten. . ¥hile raw maseriale and mapufactursd goods lid not rise as
meoh ge export and import produvts during the firot period LPevrany-
M , their price “ncresss exerted o similarly importact offect
on the penple's livelinsod, Compared to the pra-Spring Feastival
period, tha prics of ray allk rrec by 44.6 percenv, that of raw .
setion 20,1 paroant  the nloeely allied "Shuang-ma® cotten yern 18.6
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percent, raw nilk 46.9 vorcens
Athough. 4% might be Shought thab tre DAgh price of monufactured
products would posaibly have encoureged their produstion, the exact
opnowite wzs actually the case, 4 produetion erisnis Yesulted Leceuse
. - the masses of veaple expanded al) their noaey in offorts to securs
PR daily necessitism such ae rice, oll, anlt, etc. Thcrefors, it
e becane incressingly difficult to cell manafactured imury products
for sueh high prices. ‘

Although the wlld wpsurze in coraodity prices wes ebarted Yy
inveetoente in gold end noten, 1ta boele cawse was the luflation of .
the currenty and ralaing of tho exchange rets. Aftor the wave
of price inerenses rnd selbeidod, it crose centn ofter only 2 weais
of mariet atabllity hed olzpeed. The rensnonw for this exSremely
short neriod of etadility sre ewwnsrsied helow: :

1. The leading comse wag the uwncomtrolled iluctuation tn tre
value of gold and note. This Leq the peonle to. feel that price
riges were Laevitsble. The extramely repid 2nd owdden rise in
Shang~hal commodity prices during this peried alucst zoachod it
maximum 1imit. After exchange in goid end notes was piohibited,
bowever, the markst beceme temmorarilir setilsl. All prices gencrally
dropped somewhat and recevercd elightly €rom tholr previous high
price levsls,

2. A considerable 'xocov_sry' in prices wao then effuctod by, L
continued rumors of good news concernling « 5OC millton dollar Yosnm .
to China by tho US. T L e e

3. Fres capital wao sbundant during tha period of ‘prige.: .
Linotuaiions.  fowever, alter emergency restrictive woasuree had,’ - :
been put into nperatlioz, speculators finally turned dheir attention: - .-
and intersst o wtocks and bonds.  Five types of bonde rone tenfold,’
on the averzge, from the firwt.woek in February %6.the third weel i
March, Stocks, on the other homd, for cxenpl.o, 1ivoly onea such as i
Wing On Textiles, Mayar Silk, Ching ¥oo, Standard Shirts, ete,; i
experfenzed an aversge rise ct 300 to 400 percaent, as compared with'.
the first week in. February, : lLecause frae cupital wao tied up ‘tu
reletively socure ntock market Inveatnents, its offect on’ comnodity.
prices 2t this time wus naturally vory slight, 0 0o abei 000

4. The gansral purchasing Power wuw . natTeusdly weak, 'pe'.rt.icw.nﬂ,v.f , ;
after sold and notes wezre frozen by ths covarzaent.. Many commoditlen.:vi it
inereesad 100 percent in price as compered with the previous zorth;. :
this remulted in a proportionats decrssse in the ‘nvisidle forns of i
wealth ovmed by the peopls. Gomnercicl eetiblishmonts vere forced -

S B i o to lower the prices of varicas fuods im orier So-nest oxpsnsen and . - :
Cer R interest. - Tl _ ;

B, oreh {foupth Weolk) ThequeliMess™ o FRR e R

“A"less thed ode monsk pericd of prive atzbirixaviorn followed.
Hows7er, owing to the prolencaticn of kostilities i Nevth Chira,
free capitsl once sgatn £lownd into Sharg~bhai. A consideradla
amount of thim inective capital woe invessed in negotiedble cercifi-

- Ggdea. Poople ip general tried tu protset thouwssives apatast the : o
Le’vsn—decreaslng value of their cwrency by sperdlw: L& for hoarding : PR N
assontia) commodities. Therefore, euch necessitles as rice, don oll,. SAROER 4
¥aw cokton, cutlon yarn, olokh, raw eilk, etc., all continved to riae
S ) . steadlly in price righi wp to the end of Hay .
.f : | P " R 3
3 ' ' L
‘ HESTRLGTAD
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. e » o In rosard %o commodity price fln
’ k ’ R pgptod,  T166TC0RY kil juuu Yl
o week in ieache B the fifth w
400,000 ytan per mgriket picul. This price rise mopt shreerold,
270.56 porcent [,eigj{ e price of bena oLl was 313,000 yttan por
quintal awring ths fourth waelz in March. By thws Tifbh wees In May,
1% nad rison to 567,000 yimn par quinial, 2 7S.1 peveont price xleo.
“he wrice of kerogens roazs frow 56,700 y San por 10 Jallons to 170,000
s@an, » rise of 80.6 percent.. The srice of tp0etreead Twin Horaes?
cotton yarn ross from 3,530,000 ylen por vale to 7,550,000 yBan, en
inersase of 113.% percent. The price of row sill: rase froa 7 rmillion g
yusn per quinkel toomorc ihen 200 pfar,. oo mrlee ries of 200.8 7 o i
peruent. Tho riwe in pricse v iimited ouly to the Jew basie ) )
eonedisise enmumorated nboveo, & 2ll esseniiel cowmodities rome
by from 100 to Z0Q nercent footwcon ths thivd wouk in Harch and the
£12th wook in Hay/. The oniy majof excupiicrs $o thie goneral tendency
ware axport proeduste ench es keg brisiles and tang 281, wiileh did not
rise nore thon 30 percent in price. C

oo

>

B The following factors vhich crussd the (Tadinal and sliusel
[ threefold Tise in the price of rice [and cther commoditiag/ should
norit our closest attention: ’

1. Mosy of the rlge conoun d by Sheng~hel comes £roam 302
Chlanp-hel /[Chlenc-shu to Wo-he}, area. The isnd in this produstive
aren steadlly rcae in value. Farthercore, the 1acol pavarvuent round
1teelf wmablo to deal propurly with thle isfletionzny elfvailon. 7w
Consequently, & nmallexr amova® of rico from this rrea cruced a osucden -
food crisis in Shangenal. An importsat foctor behind the rising'.
value of productive iand wae the oriionaly, 1args- smount of foopd ™"
roquisitionod by the ariy. - T A e Ve

2. Shangehat Gepsnds on Fhiirateo (Teingtad) for &4 bean |
01l requirenents., Althoush i3 san preduce the fiuloled produet i i,
1teelf, Shang-bal relies an otner localities fox 143 nicessary supply
of raw msterialm; This deficiency of row.reterials resnifed:inm.zi
continvous rise in the price of oilw el Shanghal... IS T

L

2,  Althowgh the cost af cotbon yarn wie inittelly Anf aenced’;
17 th. increcsed costa oncountursd by the Chinvse apinning mills,
7@t cperating costs and the reletion hehwecn supply ard dedand-alao
marit serions conslderatic . 'In the ousor avezs not affected:bp. /. ¢
the soverpnont’e restrictive decrsse, ths nrice of eotton was hilch g . . :
snd the denand extensive. -~ Ay the sanc tlao, Tnw cotton TisS in' - AT e
nplee and operative cogis increnesd.’ This forced the spiraing milig S
in Shenp-hed to relse ihe prices of yora ho the Black aarket, lovel o0
in order %c¢ atey in business. The inerease in the nricec of finiaked
cotton products was a direct rusulb of the shove sftusticon. IR

4. e orice of myw olll was i Aiately affucted oy flusiuatinpa
10 gold nrices. -When the buying nrd sciling of .pold sand notes iy
probibiind, the rise in eilk urices showsd = sarprislagly. clear’
correletion with the rrice of moli gusked en the blaek noviet.

»

fhe principal causes of comnmcdity price fiuctuaticns durins this
pericd were, neturally, the contincation of hostilidios and the com-
. contrption in Shang-hai. o fxge capiltal from all-otlwr parte of “hian.
- . AN A c3naidaration of the reiittonses aent tu $o all commureial voted-
= X 1shnents located in the. spocisl mmicipelity of Sharg-hal. cevexls
the followin; infornation. S .
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) Turing the month of Hewrch, romifteness wliid
St pI1Lion Yz Sy TABERL, vilyiEw b i U s Fy
toial oy Hay wes 917 billden yhan or almest 100 perceci wove the
Bho Moreh totel, Mhis adéivionsl seriloryc capltal csused widtemprood
~aroue commodiiy price Iiuckuebions. Bramplas of this were

tho wild srice spsurge of oold znd noles cn the block merket, and
price increases introduced by ihe palilie utdlivios, post, and telegraph
gorvices, At the mamd timo, there wos no Covinite word about tho
preposed loga Zron the US. ‘he factors disevssed obove sll exertsd

a poverful inflvsnce on tho conblmuona rige in commedliy prices.

c. oane Throw b Augtiay

The riow in basic corodity orices zorlied cereful scneideration,
for they were guite capebie of intluenciug, the oil.er comnoditiss Lo
rise ns well. Thus, Lhere was popular gnxlety cver rumoirsd vrice
riges in July, Theso rumors wore cerefully studiod by the gereracent
8 well. However, varions unoxpocbed apppenings Lrought rising prices
%0 a halt. .

. Jugt at this tine & speciel ambrssedor frou tho WH, dendral

- Wedemeyer, axrrived in Onina. [Mwtherrore, tho Chinees government
snnounosd in Jaly that trade would be opensd with Jrpan. Tho sensral
. sentimant conssquently prevalled thet Ghime would recelve & laxge
amonnt of futvre ald from the US, and zlso that cheen poodr would
continuelly Tiow in aftor the roswmptioxn of trads with Japen. Thawe
optimistic bellefs produced a temporarily atelle market aifvatlon.
Coriodlty merket pricas rows only elightly .Guring the considaeradly :
long nériod extending from the first week in June 2o the third week .
in- Avuguet, ‘ L

Yor exummie, vhe TOlloHlug Ssegntizl commcditiss oxporienced
thase nrice Cluciuctions. The wrice of rice moumenterily fell from .
400,000, 7ex, per.antikst picul’ to.350,000 ylen. By the fourth week
in Avgust, whe price of rice bal ag=is risen to 425,000_y%en. - this
latter figure ccpreaented s difference of 3.5 porcent [olg/ as vl i

TR oompared witk tie lowost prics guu.otion [orecnanly 456,200 YQP;L,’ S
TN SR ‘ Other comnoditice such ms o4l @alé, iusi, €68. alLl made, sindlar prace’ .

racoveriea. ' S

e Paxing this period [firet woek in Jwo Lo Tourih wosk inAvguny), §

. ERCARE R the price of ergort productm, such ae aog bristles, tan; oil, rew silk, “ - wod

) ’ ote., first £oll but later recovercd. FHog Lristlos feoll in prica {rom i

more than 5,300,000 ylan to 4,570,000 ylun. - In 22dition %o .tho stoabilley [ s )

L . S of comodity prices during thie pariod; gold end:ncte pricea yarained R ]
T LT nochengwd, on the etusl market and fhe bLlael merksty fncidentslly

T : ' benofitting the naeses conaliaTsdly. s

D. ' Septomber ?h’rou;_}h Octohor §$og’>cnd,3“so?‘ L

; Stenciant connodity nricen, twhichowd heen steelr for uore thaw; -
2 marthe [Time to Augest poriad/, begsn once meeln o wurge wpwerd
dagor e vet of bhe followhn t ntinadd s wlak Aheroxtonelon G the rnal
markcs by aallsery sonflist; (b) dleruption of commuycationsy” (¢} Siw
prosenna of excess Srde capital] {a) tho sndden Tiso in the fowsizn
exchen ¢ rate: and (a) the snnouncenent of Genersld. vademeyer's drpnrture
fron ('.ins nhde at thie tine whish rodvced 5he Mipe-of Chint se-
Csesving Lmcdlate afd from the US. : . )

-

- o
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& unsvey intTetion wiopt the covntry. Chen § ‘new foveign
sxchange rate wez publicly ennounced, prices rome in a completely” B
ugcontrollable fzshion. The nrice leaders of thia inflatlonary trend ) ‘ A
were export nrodusie such as hog dristles and tung nil, asd Lmport ST
products such es iron, newsprint, etc. Iy the wocond wecx in Jelober,
as ¢-ntrzated 'with Ghe third wesek in August, ber iron had rizen 200 . Ly
percont, lherusens 165.7 porcont, hog bristles 60.1 percont, end ’ ' I
tung 01l 100.9 psrcent. . These price risee gproad Iroo $hs iinort and o QI ’
sxport merkets 4o the menseral comnodilies mariet.

By the eecond week in Ceiolor, azp conbriciewl with' tac
week in Auguast, rice had rigen 63.6 percont, Dean oll had ¥
108.8 percant . and fuel 162.6 povs o zAdille ;
sillk, and 6ilk goede 21l rose more than 100 porvssut
Dracon Head fine cloth roea 91 percont, codion yory 09,5 perceut,
and raw sllk znd silk ;code znge 120 porcont. ) L .

The ebove~mentioned comrodity prices continued to epiral upward @
for p comparatively lomg pertod. lowsyer, Sie various iaflationary
elenente whichfinally burst forgh {Qurlng b sscond waek in Octobur)
could no lonsor bs comtalnad. Theee inflationsty clsments wores

1. American rid was-postponed and did not moatcriclize.  Furthermove
Goneral Wedsameyer!s expresuiox of hir di:a tistuction with the
Kational GovermnMent cansad pencral ocpular unrust. o

2. The new fureign azuheng,e raa en cou:n,—;cu Tielng mpo*'t md”
axpor: comnoddty prices. v

I. The deily geographical .o "hl’LﬂiOl\ of .1111:.\1;7 oporcuionu
out off avallable s urces of aupply.: . i &

4. Ftea capital rughed into Src
was usea fov UUWVHL\!,’-W?‘.‘“AUL, pus uoup:

6. Pepsr currency was !um‘ad in o e"—mc* [ sin proportlon! "

6. Public utilities, trensportrtion; 2nd poshl ‘Bervices imrw\sed )
their rates richt in the ‘aidst of tiade CC’JX"(M"] price l'uwtuahom
and oauled further rises, !

2. . Qespver (Th g woek) mgym Dggegy_ 1_

While a few comaodity nricen a‘mveu s* ',nn of recovory d‘ rivyg’

the perfod axtendiag from the aecond ieckh in Dctebor tu-the mesond

week in tovember, the wvast majority continusd to splrel upward tovirds.

a. fourth otage of iaflation. 'The infletiensry factors at this tlmo
sinilar to those preéviously moniioned, incluieds concentration of free: iy
-sapitel; excees carrency in cirtalatb 1on Lhe avignaien of the war ue\_ture
with the consaquently reduced nuotor of ldsnlitioas she’ could nrsvide
.rlee, nottoa, bems oll, coel, ﬁtc“ anrl the suddon Tellilng oIf of /. i
“Femittances -to Hong Kouge fo . B S A

ou Hho wnr e Ltore

ltaptd price fluctsuations urav‘,i;u"r' S dn oo the emd of. 1047,
By 4tne fourth week ip foveuwbor ) -the covernteniihmi e tadlished esovaral
MO LeNey WOAYYSE iR an ofiort €0 falt the lrilatlonary veice tread: .’ g

Lo ‘The Joint Office of whe Kouw Govornnuit lianks shall maspend 0
the further lssuance of leans, and csll in all losns upor the ewpdration
of their dus dxte. At the cermo Moo, ths rastrictisna or redieesurnting -
loman £or guode iy Sransit aro to he Leaporesily caupended. ;

2. Tus smount of oney that gach arsa romite to dhanyeliai
shell be limited. The publle mey uct renit nove then 300 Lillfon

Ylan datly.
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i oeated in an indonendent sconoule enferconent ngency, conponred of the
top leaders of the Shan;~hrd Hanielped Gorernaent, She Ceniwed Benk,
~nd t1¢ Shang-hed Gerrison.

4. The clearing=hcuse aysten utilized hy cawmsrciasl ontehlish-
menig throughout the cily ehiel) bo thorougnly invessigoted.

5. All werchouses thron hout the oty ehall be carofully suoervised
in order to prevant hoavding: i

P A R IS
T

il A

Thege measurss ware ilntonded Lo conetrict 4hs woney mariet by
suspending (benk) loans,: 36 Iolerse mOTE gocds for the gnblic, end
te mancevige naribet transactions strickly. ‘The.pant senrdency of
commodity prico fluctuadione v negonterily cheoued by apld poveriment
CBESUTSE, ' ' - : S

The appearance of largey doncrdnntiona of pepar SuSrLacy o
3 Dogember 147 forced ucrket pricae urwerd ones egein.  Within 2
weoks after tidls. new currency issnd, the pLoTe COTBEININLT Tuesurad
succeeded in curtailing only a fou ~omodtty prices. In other words,
the joverament succeqded in aiabilizling the nrigue of cobtlon yari,
cotton sloth, artififial silk, ~nd white oucct for n 3-wack period
by placing significent guantities of thess ;0048 on the narket. Howyver,
with regard bo rice, bean oil, conl, kerossne, ravw oilk, 811k goouds,
etc., the goverament fatled in ineyesse svailadle suppliss encugh 1o
¢heck thelr rising -rices. The moshk axtrenme nrice rise was exporionded
by rice, wiich cose [T £70,0C0 yiaw per mnrited nicul durlng the thive
goeic in Novemler to 950,000 y8ea by the third weok in Dezcuber. . By .
Jamigry 1348, the prics of rice had alveody excseded tho one millienm’ . :
. y#an mork, without eny atens of & lebtup. B R E I LR T s s P

: mhe ednutriction af circniating gurrency by the ovornment, Led. i
to tha remivtance of 20 blilien [s8g) vhan lees Gaily 36 Sheng-nei Shew .
tormerly. The restrictions on 10 s aled proved au erfective ot
(deflationary) measure. ' However, in 4he moet rece.t wesk {in Jumary ;

1248), ot least 300 billicn to 40C billior yian has been cireulating !
i daily in Shang-hai. 3By Jenvary 1048, ihe temporarily constricted - e

money merket gradually began to logsen. This lovsening line anewitatly

bsen followed by prics rises on ti:p @tock and, cozsiodlty mariety.

CUILEL T GOTCRUBTGR

Tie nrincipal couses for c.umodity nrice finctuntions in
1847 ers generally sud openly racopnized dy everyond. ret of :
PN Joen all, tce basic cause of commodlty wries flustuations ig ths conmon
e ; ) Kuswlnd.m that tre paper curvency 1o of umcertein value, Tharefore,
’ e &)l comodxly prices surge umyerd. Altfough thig rlae 5o velated %o

the oupely el dowand sivostion, Lt ofted axceols tha scops Ol €LY
and 3emand becruse of the vigerous. atizulue on rricee exeried by
- garvins eapiinl. The rieo in price of cerialn commedities leads
46 «n ovar-nll inersaes in 116 price 6f ali ovhers.  We Lave attusily
peén tlat rapren pany tines 41047 AL tho senn tine, the eoniinual
over-issusnce of curreacy inevitatly censee Btdll nigacs pricetion
the stock mariat, ¢old amé note narimt, and the coumodiiies morket.
It {e imoseible to sstimate accorately ths degrae $o whlch new money
. : wag lsmued this year, bocause theee figuras have been koot Lop secrst
. SRRt ) by tho zoverament. AR attespt to estimate thie snount oy utilizing
of7iciel report: and othey strtements indicates the following:

- B -
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The Wintatey af Plyanen poanrte? do Mew 3087 60 the Stote Trmed o o
on the asount of currency in circulation in 1946.. according to this

roport, from Jamuary to April thero vere 3 {r2llion jfan,. from Hay
to Anguet, 6 trillion jflan, and from Saptsmbor to Deganber o minjimus
of 12 trilllon y%en. It has Veen ceneraiiy oetimoted that ot lemss

30 trilliion n were in circulotion in 1947. An American Jomyxregpunn,

Ir Judd, stated in Congress that 250 uillion US dollers weuvld gnable
China to recall her entire currency insus. 3cced om tho ofiiciel
axchan;e rate of 7%,000 ylan per US doller, Dr Judd’s estinste would
menn a total of 18 trillion ylnoz in clrculotion. 3Black market rates,
hovever, bring this figure up o almoet 20 trillisn yfian.

The three sstimates menticned sbove Indicate that the entire

amount of currenyy circuis¥ing in 1347 miat have been in the nefgiboes ¢

hood of 25 trillion yRan. The gubsequeat rise in comwodlty prices,
however, was proporticpotely ~roater than the amount of additional

currency placed in ¢fllulation. Tox oxeunle, in 1237 the total amouat

of legal currency iseu'. wse loss than 1, 600,000,000 y3an. If the
amount of wmorey iseued in-. 17 wors 30 trillicn yﬁun then 17,000
tires more money was iesund i 1947 then in 1927. lowever, according
to" the Feonomic Research Deparuient of the Ge'-tral Bank of C‘ane.

the index numbers of the basic commulities in Shang-hei in Docenber

- 1947 were 83,798 times higher than they were in 1537

The next fector to conrider in comeotion with-rising ~ricee is
the rapid turnover of Venk depseiis. According to. ntratlstics o
compilad by the Centrel Bank of Cidns's Eoonomic Reaearch Dop.:utmonc
the nonthly toraover of current tank depesite. at Shang-had &n 1947
was as follows: Jamuary, 19.77; Faebruary, 24.53; Harch, 21.32; -
April, 22.57; Mpy, 36.60; June, 38.05; duly, 37.99; Anguet 32,620
These Tigures show that while t'm londing causs of price fluchmt! one'
in February was tho fallurs 3o stabilige. £old aud note values,. the'
rapld Surmovar of bank doposite 1n that monihi-alao influenccd pxu.cu
ingrecses. Tho gaddes additional Surnover of bz deposits during
Hsy and June clovely corresbondsd %o commodity. fluctmations durdns
those periods. i - it

Dos to the extension of hostilitias througomt Ghizml,rt’im ‘trea
throuch which legel currency comld fresly circulate bavane greduzlly
reduced. As a result, Ires capitel ceme bu Ve convantiated in i

. fav largs citles, and particilarly in Sharg-asi.  According to st,atiru‘rf.-"
couplied by the Andliting Dopartment of the Central Brnk of unin:j thew . -

total amomnt of inward remisiancsg throuch consercial banks nt .
Bhang-bal in 1947 was ss followo:? Jamxary, 337, 200,000,000 yHnn;
April, 857,200,0600,000; Sepvember, 3,417, 00,000.,")00n Tnie lattor
figare showed a seveafold inorsaee over Lhe January figuve. - loat
of this fres capital e engeged in the wlock, gold and noves, and
essontisl commnditles markets. Thir rasulted io Ko% Sne, but two:
comrodity price riges. '

‘tha govornment attswptod to huit the nos recent Lnflb‘hl& tronda’

shroagh certain reatrictive nessusae... Althonk it eot.n Cired. Init
on the amoun’ of inward remittancen that comld 7)(3 crmafoned 1o
Shexg-hei, a stupendously large ~icunt of reedy currency etill fiowsd
i from ths outporsis.
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" Agricdlturel prodnction, within the expauding esetors of

militery opsrations, woo considerably hespernd. A¢ the semo time,

the dreakdown in our communicetions wraten nade it lupossidble for

food to be shipped into the lexge citiex from the interior. Por
example, theng-hal had previously deperded on the Ch®ad-im. cschor of
inhwed Provinoe for 60 percent of Ltm ries regiiremanie. At preseut,
(Janvary, 1948), however, very 1ittle xice ig fortheening from that
asctor, the only other sourse of wumply fur fhangenal is the M al-hm
area, located soush of the Chiang Chieng {Yongtue Diver). ilowaver,

this area!s production mast ho tekon to sobialy militery and edvilisn .
needs. Conseguently, soveornment purehzscs aid reculsitions in thig =~
ares have inovitably forced food prices wpwerd, = o

-

Ouwr pation hes axteneive arens that rrs vell euitad for cottun
cultivation, diffveed throughovs tha provinces of Centrel and Korth
China., However, es amsult of tho sprozd of postilitica, it is now
impoasible to secure cotton f2om such a compayatiTely vroductive
area as Shenal Proviuce.

Furthermore, s much smalier amount of cotion waz Lapoxrsed
i’ in 1947 than 4n 1948, fTheev factors consequantly caused nrico
increases in cotton yern snd cloth, ne %o ©ho warla expraston,
1 the preduction of other commodities such rn bLean oil and vwheat
flonr hgs also diminiched,

. R After the Rrchange Bquriizaticn Board waw establighed on. 19 .
Y SR August 1947, [This took place 19 snzust 1946, nct 15427, the cavor:”
) . rate per US doller bagan to rine slmost Suncdintely. It rose Trom:
39,000 y8an during Auguet to 49,500 yRen by the fourth' vesk-&n .5
Septomber, and incressed sgain to 65,300 ylan by the third woek '
i OStober, - Fruim the time oot he EAX Tostrictive mosgures pasved:
during the fonrth week in Hovesber f1946/ to the third woelr in . e :
Decesher, the covsr rate roee t¢ 83,000 ylen. - The rise in expors: ol
produst pricee aftsr Sepitembor was closely Zfollowmd by other somnsditise:

4 secondaxy fastor in resard to. prddc inerosses was ‘the Fonth'
by month redustion in remittonces to Hore Long. | Yhen remittances’:
to Hong Kong suddenly decrecaed in Fsbrusry, i was ciecr that’;
the firet significant riae in comandliiy prlces had ‘accurred. . In'
. o Muy, ramittapces to Hong Kong once sondxn el off, just A% the - ] ;
= : S tims of the second price risw. "After Lhe third price fluctuation - i o N
& in September, remittances to Rong Koug docressed to . atdl) Lurther: L i

: P degree. Thus, the increase or (Georease in remittances to Hong Kong'v -
e . - - was ovidantly clusely tled up with the behaviur.ef Shang-hel - comaodity:
! : prices. . S R T S L

- - . B ’ e ) .
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